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S06359 Summary:

BILL NO S06359D
SAME AS SAME AS UNI.
SPONSOR BUDGET
COSPNSR

MLTSPNSR

Amd Various Laws, generally

Enacts into law major components of legislation necessary to implement the
state fiscal plan for the 2014-2015 state fiscal year; relates to the
reformation of the taxation on business corporations; allows direct payment of
STAR savings; extends fees for the establishment of o0il and gas unit of
production value; modifies signature requirements on e-filed returns; extends
the non-custodial parent earned income tax credit for two years; closes the
resident trust loophole; repeals the additional minimum personal income tax;
establishes an enhanced real property tax circuit breaker; modifies delivery of
the family tax relief credit; extends the empire state commercial production
tax credit; authorizes additional credits for the low income housing credit;
establishes a twenty percent real property tax credit for manufacturers and
eliminates the net income tax on upstate manufacturers; repeals the franchise
tax on agriculture cooperatives; provides a refundable credit for
telecommunications excise taxes on START-UP NY; enhances the youth works tax
credit; extends the alternative fuels tax exemption; simplifies the
distribution of motor vehicle fee receipts; relates to comprehensive estate tax
reform; extends Monticello raceway video lottery terminal rates for one year;
extends certain tax rates and certain simulcasting provisions; extends VLG
vendors capital awards program; aligns mobility and personal income tax filings
for the self-employed; relates to commercial gaming; provides a two-year
property tax freeze through a refundable personal income tax credit; extends
certain New York city tax exemptions; relates to a musical theatrical
production credit; increases the sales tax exemption threshold amount for
vending machines; increases film production credit benefits for films produced
in certain counties; relates to the length of service awards; creates a third
region for the prepayment of motor fuel taxes; establishes the workers with
disabilities tax credit program; provides tax incentives to employers for
employing individuals with developmental disabilities; allows a STAR lookback
period for widows and widowers; relates to health insurance for jockeys.

S06359 Actions:

BILL NO S06359D

01/21/2014 REFERRED TO FINANCE

02/12/2014 AMEND (T) AND RECOMMIT TO FINANCE
02/12/2014 PRINT NUMBER 6359A

02/21/2014 AMEND AND RECOMMIT TO FINANCE
02/21/2014 PRINT NUMBER 6359B

03/14/2014 AMEND AND RECOMMIT TO FINANCE
03/14/2014 PRINT NUMBER 6359C

03/28/2014 AMEND (T) AND RECOMMIT TO FINANCE
03/28/2014 PRINT NUMBER 6359D

03/31/2014 ORDERED TO THIRD READING CAL.376
03/31/2014 PASSED SENATE
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03/31/2014 DELIVERED TO ASSEMBLY

03/31/2014 referred to ways and means

03/31/2014 substituted for a8559d

03/31/2014 ordered to third reading rules cal.34
03/31/2014 passed assembly

03/31/2014 returned to senate

03/31/2014 DELIVERED TO GOVERNOR

03/31/2014 SIGNED CHAP.59

S06359 Votes:
S06359D 03/31/2014 131/7
Abbate Y Corwin Y Glick Y Lavine Y Nolan ER Rozic Y Titus Y
Abinant Y Crespo Y Goldfed Y Lentol Y Oaks Y Russell Y Walter Y
Arroyo Y Crouch Y Goodell Y Lifton Y O'Donne Y Ryan Y Weinste Y
Aubry Y Curran Y Gottfri Y Lopez Y Ortiz Y Saladin Y Weisenb Y
Barclay Y Cusick Y Graf Y Lupardo Y Otis Y Santaba Y Weprin Y
Barrett Y Cymbrow Y Gunther Y Lupinac Y Palmesa Y Scarbor Y Wright Y
Benedet Y Davila Y Hawley Y Magee Y Palumbo Y Schimel Y Zebrows Y
Blanken Y DenDekk Y Heastie Y Magnare Y Paulin Y Schimmi Y Mr Spkr Y
Borelli Y Dinowit Y Henness Y Malliot Y Peoples Y Sepulve Y
Braunst Y DiPietr NO Hevesi Y Markey Y Perry Y Simanow Y
Brennan Y Duprey Y Hikind Y Mayer Y Pichard ¥ Simotas Y
Brindis Y Englebr Y Hooper Y McDonal Y Pretlow Y Skartad Y
Bronson Y Fahy Y Jacobs Y McDonou Y Quart Y Skoufis Y
Brook-K Y Farrell Y Jaffee Y McKevit Y Ra Y Solages Y
Buchwal Y Finch Y Johns Y McLaugh Y Raia Y Stec Y
Butler Y Fitzpat Y Katz NO Miller Y Ramos Y Steck Y
Cahill Y Friend ©NO Kavanag Y Millman Y Rivera Y Stirpe Y
Camara Y Galef Y Kearns Y Montesa Y Roberts Y Sweeney Y
Ceretto Y Gantt ER Kellner NO Morelle Y Robinso Y Tedisco Y
Clark Y Garbari Y Kim Y Mosley Y Rodrigu Y Tenney NO
Colton Y Giglio Y Kolb Y Moya Y Rosa Y Thiele Y
Cook Y Gjonaj Y Lalor NO Nojay NO Rosenth Y Titone Y
S06359 Text:
S TATE O F N EW Y O R K
S. 6359--D A. 8559--D
SENATE-ASSEMBILY
January 21, 2014
IN SENATE -- A BUDGET BILL, submitted by the Governor pursuant to arti-
cle seven of the Constitution -- read twice and ordered printed, and
when printed to be committed to the Committee on Finance -- committee
discharged, bill amended, ordered reprinted as amended and recommitted
to said committee -- committee discharged, bill amended, ordered
reprinted as amended and recommitted to said committee -- committee
discharged, bill amended, ordered reprinted as amended and recommitted
to said committee -- committee discharged, bill amended, ordered
reprinted as amended and recommitted to said committee
IN ASSEMBLY -- A BUDGET BILL, submitted by the Governor pursuant to
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article seven of the Constitution -- read once and referred to the
Committee on Ways and Means -- committee discharged, bill amended,
ordered reprinted as amended and recommitted to said committee --
again reported from said committee with amendments, ordered reprinted

as amended and recommitted to said committee -- again reported from
said committee with amendments, ordered reprinted as amended and
recommitted to said committee -- again reported from said committee

with amendments, ordered reprinted as amended and recommitted to said
committee

AN ACT to amend the tax law, the general municipal law, the urban devel-

S.

opment corporation act, the business corporation law, and the general
associations law, in relation to reforming taxation of business corpo-
rations; and to repeal various provisions of the tax law relating
thereto (Part A); to amend the real property tax law, in relation to
the STAR registration program (Part B); to amend chapter 540 of the
laws of 1992, amending the real property tax law relating to o0il and
gas charges, 1in relation to the effective date of such chapter (Part

C); intentionally omitted (Part D); to amend the tax law, in relation
to modifying the signature requirement on e-filed returns prepared by
tax professionals (Part E); intentionally omitted (Part F); to amend

part I of chapter 58 of the laws of 2006, amending the tax law relat-
ing to providing an enhanced earned income tax credit, in relation to
the effectiveness thereof (Part G); intentionally omitted (Part H); to
amend the tax law and the administrative code of the city of New York,
in relation to taxing residents who are grantors of exempt resident
trusts that qualify as non-grantor incomplete gift trusts on the

EXPLANATION--Matter in ITALICS (underscored) 1is new; matter in brackets

[ ] is old law to be omitted.
LBD12674-07-4
6359--D 2 A. 8559--D

income from such trusts and taxing residents who are beneficiaries of
all other exempt resident trusts or nonresident trusts on the distrib-

utions of accumulated income that they receive from such trusts (Part
I); to amend the tax law and the administrative code of the city of
New York, in relation to eliminating the personal income tax add-on
minimum tax; and to repeal certain provisions of such laws relating
thereto (Part J); to amend the tax law, in relation to establishing an
enhanced real property tax circuit Dbreaker; and providing for the
repeal of such provisions upon expiration thereof (Part K); inten-
tionally omitted (Part L); to amend the tax law, in relation to the
prepayment element of the family tax relief credit (Part M); inten-

tionally omitted (Part N); to amend the tax law, in relation to
extending the empire state commercial production tax credit (Part O);
to amend the public housing law, in relation to extending the credit
against income tax for ©persons or entities investing in low-income
housing (Part P); intentionally omitted (Part Q); to amend the tax
law, 1in relation to providing a tax credit for real property taxes to
New York manufacturers; and providing for the repeal of certain
provisions upon expiration thereof (Part R); to amend the economic
development law, the tax law, the transportation law, the administra-
tive code of the city of New York and the New York state urban devel-
opment corporation act, in relation to repealing the franchise tax on
farmers', fruit growers', and other like agricultural corporations
organized and operated on a co-operative basis; and to repeal section
185 of the tax law relating to franchise tax on farmers', fruit grow-
ers', and other like agricultural corporations organized and operated
on a co-operative basis; to repeal sections 187-3, 187-k, 187-1,
187-m, 187-qgq, 187-r and 187-s of the tax law relating to certain tax
credits; to repeal paragraph 1 of subdivision (h) of section 15, para-
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graph 1 of subdivision (g) of section 31, and certain other provisions
of the tax law, in relation to making conforming changes (Part S); to
amend the tax law, in relation to providing a credit for excise tax on
telecommunication services for businesses located in tax-free NY areas
and providing for the repeal of certain provisions upon expiration
thereof (Part T); to amend the tax law, in relation to reducing the
number of hours of part-time work needed by employees for employer
qualification for the New York youth works tax credit; and to amend
the labor law, in relation to the New York vyouth works tax credit
(Part U); to amend chapter 109 of the laws of 2006 amending the tax
law and other laws relating to providing exemptions, reimbursements
and credits from various taxes for certain alternative fuels, in
relation to extending the alternative fuels tax exemptions for two
years (Part V); to amend chapter 63 of the laws of 2000, amending the
tax law and other laws relating to modifying the distribution of funds
from the motor vehicle fuel excise tax and the wvehicle and traffic
law, 1in relation to simplifying the methodology for distribution of
motor vehicle receipts (Part W); to amend the tax law, in relation to
the estate tax; to repeal section 2 of chapter 1013 of the laws of
1962, amending the tax law relating to imposing a tax on the transfer
of estates of decedents dying on or after April first, nineteen
hundred sixty-three, relating to an appendix of applicable internal
revenue code provisions, and to repeal article 26-B of the tax law,
relating to the generation skipping transfer tax (Part X); inten-
tionally omitted (Part Y); to amend the tax law, in relation to vendor
fees paid to vendor tracks (Part Z); to amend the racing, pari-mutuel
wagering and breeding law, in relation to licenses for simulcast
6359--D 3 A. 8559--D

facilities, sums relating to track simulcast, simulcast of out-of-
state thoroughbred races, simulcasting of races run by out-of-state
harness tracks and distributions of wagers; to amend chapter 281 of
the laws of 1994 amending the racing, pari-mutuel wagering and breed-
ing law and other laws relating to simulcasting and chapter 346 of the
laws of 1990 amending the racing, pari-mutuel wagering and breeding
law and other laws relating to simulcasting and the imposition of
certain taxes, in relation to extending certain provisions thereof;
and to amend the racing, pari-mutuel wagering and breeding law, in
relation to extending certain provisions thereof (Part AA); to amend
the tax law, in relation to capital awards to vendor tracks (Part BB);
intentionally omitted (Part CC); to amend the tax law, in relation to
conforming the due dates for the metropolitan commuter transportation
mobility tax for taxpayers with income from self-employment with the
due dates for the personal income tax (Part DD); to amend the state
finance law, the upstate New York gaming economic development act of
2013 and the tax law, in relation to moneys appropriated or trans-
ferred from the commercial gaming revenue fund (Part EE); to amend the
tax law, the education law, the general municipal law, and the real
property tax law, in relation to a real property tax freeze (Part FF);
to amend the tax law, in relation to the temporary exemption from
sales and use taxes for premises used for commercial office space in
lower Manhattan; and to amend part C of chapter 2 of the laws of 2005
amending the tax law relating to exemptions from sales and use taxes,
in relation to the effectiveness thereof (Subpart A); to amend the
real property tax law and the administrative code of the city of New
York, in relation to extending a real property tax abatement program
for certain commercial properties in cities having a population of one
million or more and in relation to extending a special reduction under
the commercial rent tax in the city of New York (Subpart B); to amend
the real property tax law and the administrative code of the city of
New York, in relation to applications for tax abatements for indus-
trial and commercial construction work on properties in a city of one
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million or more persons (Subpart C); to amend the general city law and
the administrative code of the «city of New York, in relation to
extending the relocation and employment assistance program and the
Lower Manhattan relocation and employment assistance program (Subpart
D); to amend the general city law and the administrative code of the
city of New York, in relation to extending the special rebates and
discounts provided pursuant to the energy cost savings program and the
Lower Manhattan energy program (Subpart E); to amend the administra-
tive code of the «city of ©New York, in relation to the amount of
special reduction allowed (Subpart F); and to amend the real property
tax law and the administrative code of the «city of ©New York, in
relation to a real estate tax abatement program for certain commer-
cial, industrial and manufacturing properties in a city of one million
or more persons (Subpart G) (Part GG); to amend the tax law, in
relation to a musical and theatrical production credit; and providing
for the repeal of such provisions upon expiration thereof (Part HH);
to amend the tax law, in relation to the sale of food and beverages

through vending machines (Part II); to amend the tax law, in relation
to requiring that services eligible for the empire state film
production tax credit take place in certain counties (Part JJ); to

amend the tax law and the administrative code of the city of New York,
in relation to exempting the proceeds from service award programs for
volunteer firefighters and ambulance workers from personal income

S. 6359--D 4 A. 8559--D
taxes (Part KK); to amend the tax law, in relation to the regions and
rate of the prepaid sales tax on fuels (Part LL); to amend the labor

law and the tax law, in relation to the creation of the workers with
disabilities tax credit program; and providing for the repeal of such
provisions upon expiration thereof (Part MM); to amend the real prop-
erty tax law, in relation to permitting senior citizens whose spouses
are deceased to substitute a more recent year's income for purposes of
determining eligibility for the enhanced exemption for school tax

relief (Part NN); and to amend the tax law and the racing, pari-mutuel
wagering and breeding law, in relation to health insurance for jockeys
(Part 00)

THE PEOPLE OF THE STATE OF NEW YORK, REPRESENTED IN SENATE AND ASSEM-
BLY, DO ENACT AS FOLLOWS:

Section 1. This act enacts into law major components of legislation
which are necessary to implement the state fiscal plan for the 2014-2015
state fiscal vyear. Each component 1is wholly contained within a Part
identified as Parts A through 00. The effective date for each particular
provision contained within such Part is set forth in the last section of
such Part. Any provision in any section contained within a Part, includ-
ing the effective date of the Part, which makes a reference to a section
"of this act", when used in connection with that particular component,
shall be deemed to mean and refer to the corresponding section of the
Part in which it is found. Section three of this act sets forth the
general effective date of this act.

PART A

Section 1. Article 32 of the tax law is REPEALED.

S 2. Section 180 of the tax law is REPEALED.

S 3. Section 181 of the tax law is REPEALED.

S 4. Section 208 of the tax law, as added by chapter 415 of the laws
of 1944, subdivision 1 as amended by chapter 576 of the laws of 1994,
subdivision 1-A as amended by chapter 166 of the laws of 1991, subdivi-
sion 1-B as added by section 45 of part A and paragraph (k) of subdivi-
sion 9 as added by section 46 of part A of chapter 389 of the laws of
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1997, subdivision 3, the opening paragraph, subparagraphs 6 and 11 of
paragraph (b), and the opening paragraph of paragraph (g) of subdivision
9 as amended and subdivision 8-B and subparagraph 3-a of paragraph (b)
of subdivision 9 as added by chapter 817 of the laws of 1987, subdivi-
sion 4 as amended by section 1, subdivision 6 as amended by section 2
and subparagraph 2 of paragraph (a) of subdivision 9 as amended by
section 7 of part M of chapter 407 of the laws of 1999, subdivisions 5
and 7, paragraph (a) of subdivision 8-B, subparagraph 10 of paragraph
(b) and paragraph (j) of subdivision 9 as amended, paragraph (d) of
subdivision 8-B and paragraph (c-1) of subdivision 9 as added and para-
graphs (e) and (f) of subdivision 8-B as relettered by chapter 170 of
the laws of 1994, subdivisions 8 and 10 as amended by chapter 133 of the
laws of 1945, subdivision 8-A as added and subparagraph 1 of paragraph
(a) of subdivision 9 as amended by chapter 778 of the laws of 1972,
paragraph (b) of subdivision 8-A and paragraph (i) of subdivision 9 as
amended by chapter 779 of the laws of 1972, subdivision 9 as amended by
chapter 713 of the laws of 1961, paragraph (a) of subdivision 9 as
amended by chapter 203 of the laws of 1962, subparagraphs 5, 9 and 10 of
S. 6359--D 5 A. 8559--D

paragraph (a) and subparagraphs 8 and 9 of paragraph (b) of subdivision
9 as amended by chapter 61 of the laws of 1989 and paragraph (f) of
subdivision 9 as separately amended by sections 278 and 347 of chapter
61 of the laws of 1989, clause (i) of subparagraph 5 of paragraph (a) of
subdivision 9 as amended by section 2 and subparagraph 20 of paragraph
(b) of subdivision 9 as added by section 3 of part C of chapter 25 of
the laws of 2009, subparagraph 6 of paragraph (a) of subdivision 9 as
added by chapter 895 of the laws of 1975 and as renumbered by chapter
613 of the laws of 1976, subparagraph 7 of paragraph (a) of subdivision
9 as added by chapter 33 of the laws of 1978, subparagraph 8 of para-
graph (a) and subparagraph 7 of paragraph (b) of subdivision 9 as
amended by chapter 639 of the laws of 1986, subparagraph 11 of paragraph
(a) of subdivision 9 as added by chapter 15 of the laws of 1983, subpar-
agraph 12 of paragraph (a), subparagraph 4-a of paragraph (b) and
subparagraph 2 of paragraph (h) of subdivision 9 as amended and subpara-
graph 13 of paragraph (a) of subdivision 9 as added by chapter 760 of
the laws of 1992, subparagraph 14 of paragraph (a) of subdivision 9 as
added by section 101 and paragraphs (1) and (m) of subdivision 9 as
added by section 102 of part A of chapter 56 of the laws of 1998,
subparagraph 15 of paragraph (a) of subdivision 9 as amended by section
1 of part ZZ of chapter 63 of the laws of 2003, subparagraph 16 of para-
graph (a) of subdivision 9 as added by section 1 of part K3, subpara-
graph 16 of paragraph (b) of subdivision 9 as added by section 2 of part
K3, subparagraph 17 of paragraph (b) of subdivision 9 as added by
section 2 of part 03, and paragraphs (o), (p) and (g) of subdivision 9
as added by section 3 of part 03 of chapter 62 of the laws of 2003,
subparagraph 18 of paragraph (a) of subdivision 9 as added by section 3
of part C and paragraph (o) of subdivision 9 as amended by section 2 of
part E of chapter 59 of the laws of 2013, subparagraph 3 of paragraph
(b) of subdivision 9 as amended by chapter 895 of the laws of 1975,
subparagraph 4 of paragraph (b) and subparagraph 4 of paragraph (f) of
subdivision 9 as amended by chapter 190 of the laws of 1990, subpara-
graph 15 of paragraph (b) of subdivision 9 as added by chapter 309 of
the laws of 1996, subparagraph 18 of paragraph (b) of subdivision 9 as
added by section 21 of part H of chapter 1 of the laws of 2003, subpara-
graph 19 of paragraph (b) of subdivision 9 as added by section 1 of part
HH1 of chapter 57 of the laws of 2008, paragraphs (c-2) and (c-3) of
subdivision 9 as added by section 10 of part Y of chapter 63 of the laws
of 2000, paragraph (g) of subdivision 9 as added by chapter 178 of the
laws of 1965, subparagraph 1 and clauses (B) and (C) of subparagraph 3
of paragraph (g) of subdivision 9 as amended by chapter 613 of the laws
of 1976, clause (A) of subparagraph 1 of paragraph (g) of subdivision 9
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as separately amended by chapters 675 and 836 of the laws of 1977,
clause (B) of subparagraph 1, clause (A) of subparagraph 2 and clause
(A) of subparagraph 3 of paragraph (g) of subdivision 9 as amended by
chapter 675 of the laws of 1977, item 1 of clause (B) of subparagraph 1
of paragraph (g) of subdivision 9 as amended by chapter 972 of the laws
of 1984, clause (B) of subparagraph 2 of paragraph (g) of subdivision 9
as amended by chapter 365 of the laws of 1979, clause (C) of subpara-
graph 2 of paragraph (g) of subdivision 9 as amended by chapter 1005 of
the laws of 1970, paragraph (h) of subdivision 9 as amended by chapter
606 of the laws of 1984, paragraph (n) of subdivision 9 as added by
section 1 of part O of chapter 85 of the laws of 2002, subdivision 12 as
added Dby chapter 828 of the laws of 1977, subdivision 19 as added by
chapter 681 of the laws of 1997, is amended to read as follows:
S 208. Definitions. As used in this article:
S. 6359--D 6 A. 8559--D

1. The term "corporation" includes (a) an association within the mean-

ing of paragraph three of subsection (a) of section seventy-seven
hundred one of the internal revenue code (including a limited liability
company), (b) a joint-stock company or association, (c) a publicly trad-

ed partnership treated as a corporation for purposes of the internal
revenue code pursuant to section seventy-seven hundred four thereof and

(d) any business conducted by a trustee or trustees wherein interest or
ownership is evidenced by certificate or other written instrument.
"DISC" and "former DISC" mean any corporation which meets the require-

ments of subsection (a) of section nine hundred ninety-two of the inter-
nal revenue codel[;].

1-A. The term "New York S corporation" means, with respect to any
taxable vyear, a corporation subject to tax under this article for which
an election is in effect pursuant to subsection (a) of section six

hundred sixty of this chapter for such year, any such year shall be
denominated a "New York S year", and such election shall be denominated
a "New York S election". The term "New York C corporation" means, with
respect to any taxable year, a corporation subject to tax under this
article which is not a New York S corporation, and any such year shall
be denominated a "New York C year". The term "termination vyear" means
any taxable year of a corporation during which the New York S election
terminates on a day other than the first day of such year. The portion
of the taxable vyear ending before the first day for which such termi-
nation is effective shall be denominated the "S short year", and the
portion of such vyear beginning on such first day shall be denominated

the "C short year". The term "New York S termination vyear" means any
termination vyear which 1is not also an S termination year for federal
purposes.

1-B. The term "QSSS" means a corporation which is a qualified subchap-
ter S subsidiary as defined in subparagraph (B) of paragraph three of
subsection (b) of section thirteen hundred sixty-one of the internal
revenue code. The term "exempt QSSS" means a QSSS exempt from tax under
this article as provided in paragraph (k) of subdivision nine of this
section, or a QSSS described in subclause (i) of clause (B) of subpara-
graph two of paragraph (k) of subdivision nine of this section, wherein
the parent corporation of the QSSS is subject to tax under this article,
and the assets, liabilities, income and deductions of the QSSS are
treated as the assets, liabilities, income and deductions of the parent
corporation. Where a QSSS is an exempt QSSS, then for all purposes under
this article:

(a) the assets, liabilities, income, deductions, property, payroll,
receipts, capital, credits, and all other tax attributes and elements of
economic activity of the QSSS shall be deemed to be those of the parent
corporation,

(b) the stocks, bonds and other securities issued by, and any indebt-
edness from, the QSSS shall not be [subsidiary,] investment or business
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capital of the parent corporation,

(c) transactions between the parent corporation and the QSSS, includ-
ing the payment of interest and dividends, shall not be taken into
account, and

(d) general executive officers of the (QSSS shall be deemed to be
general executive officers of the parent corporation.

2. The term "taxpayer" means any corporation subject to tax under this
articlel[;].

3. The term "subsidiary" means a corporation of which over fifty
percent of the number of shares of stock entitling the holders thereof
S. 6359--D 7 A. 8559--D

to vote for the -election of directors or trustees is owned by the
taxpayer|[;].

4. The term ["subsidiary capital”™ means investments in the stock of
subsidiaries and any indebtedness from subsidiaries, exclusive of
accounts receivable acquired in the ordinary course of trade or business
for services rendered or for sales of property held primarily for sale
to customers, whether or not evidenced by written instrument, on which
interest 1s not claimed and deducted by the subsidiary for purposes of
taxation under article nine-A, thirty-two or thirty-three of this chap-
ter, ©provided, however, that, in the discretion of the commissioner,
there shall be deducted from subsidiary capital any liabilities which
are directly or indirectly attributable to subsidiary capital] "STOCK"
MEANS AN INTEREST IN A CORPORATION THAT IS TREATED AS EQUITY FOR FEDERAL
INCOME TAX PURPOSES.

5. (A) The term "investment capital"™ means investments 1n stocks],
bonds and other securities, corporate and governmental,] THAT ARE HELD
BY THE TAXPAYER FOR MORE THAN SIX CONSECUTIVE MONTHS BUT ARE not held
for sale to customers in the regular course of business, [exclusive of
subsidiary capital] OR, IF THE TAXPAYER MAKES THE ELECTION PROVIDED FOR
IN SUBPARAGRAPH ONE OF PARAGRAPH (A) OF SUBDIVISION FIVE OF SECTION TWO
HUNDRED TEN-A OF THIS ARTICLE, ARE NOT QUALIFIED FINANCIAL INSTRUMENTS
AS DESCRIBED 1IN SUBDIVISION FIVE OF SECTION TWO HUNDRED TEN-A OF THIS
ARTICLE. STOCK IN A CORPORATION THAT IS CONDUCTING A UNITARY BUSINESS
WITH THE TAXPAYER, STOCK IN A CORPORATION THAT IS INCLUDED IN A COMBINED
REPORT WITH THE TAXPAYER PURSUANT TO THE COMMONLY OWNED GROUP ELECTION
IN SUBDIVISION THREE OF SECTION TWO HUNDRED TEN-C OF THIS ARTICLE, and
stock issued by the taxpayer[, provided, however, that, in the
discretion of the commissioner, there] SHALL NOT CONSTITUTE INVESTMENT
CAPITAL. FOR PURPOSES OF THIS SUBDIVISION, IF THE TAXPAYER OWNS OR
CONTROLS, DIRECTLY OR INDIRECTLY, LESS THAN TWENTY PERCENT OF THE VOTING
POWER OF THE STOCK OF A CORPORATION, THAT CORPORATION WILL BE PRESUMED
TO BE CONDUCTING A BUSINESS THAT IS NOT UNITARY WITH THE BUSINESS OF THE
TAXPAYER.

(B) THERE shall be deducted from investment capital any liabilities
which are directly or indirectly attributable to investment capitall;
and provided, further, that investment]. IF THE AMOUNT OF THOSE LIABIL-
ITIES EXCEEDS THE AMOUNT OF INVESTMENT CAPITAL, THE AMOUNT OF INVESTMENT
CAPITAL WILL BE ZERO.

(C) INVESTMENT capital shall not include any such investments the
income from which 1s excluded from entire net income pursuant to the
provisions of paragraph (c-1) of subdivision nine of this section, and
that investment capital shall be computed without regard to liabilities
directly or indirectly attributable to such investments, but only if air
carriers organized in the United States and operating in the foreign
country or countries in which the taxpayer has its major base of oper-
ations and in which it is organized, resident or headquartered (if not
in the same country as its major base of operations) are not subject to
any tax based on or measured by capital imposed by such foreign country
or countries or any political subdivision thereof, or if taxed, are
provided an exemption, equivalent to that provided for herein, from any
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tax Dbased on or measured by capital imposed by such foreign country or
countries and from any such tax imposed by any political subdivision
thereof[;].

(D) IF A TAXPAYER ACQUIRES STOCK DURING THE SECOND HALF OF ITS TAXABLE
YEAR AND OWNS THAT STOCK ON THE LAST DAY OF THE TAXABLE YEAR, IT WILL BE
PRESUMED THAT THE TAXPAYER HELD THAT STOCK FOR MORE THAN SIX CONSECUTIVE
S. 6359--D 8 A. 8559--D

MONTHS DURING THE TAXABLE YEAR. HOWEVER, IF THE TAXPAYER DOES NOT IN
FACT HOLD THAT STOCK FOR MORE THAN SIX CONSECUTIVE MONTHS, THE TAXPAYER
MUST INCREASE ITS TOTAL BUSINESS CAPITAL IN THE IMMEDIATELY SUCCEEDING
TAXABLE YEAR BY THE AMOUNT INCLUDED 1IN INVESTMENT CAPITAL FOR THAT
STOCK, NET OF ANY LIABILITIES ATTRIBUTABLE TO THAT STOCK COMPUTED AS
PROVIDED 1IN PARAGRAPH (B) OF THIS SUBDIVISION AND MUST INCREASE ITS
BUSINESS INCOME IN THE IMMEDIATELY SUCCEEDING TAXABLE YEAR BY THE AMOUNT
OF INCOME AND NET GAINS (BUT NOT LESS THAN ZERO) FROM THAT STOCK
INCLUDED IN INVESTMENT INCOME, LESS ANY INTEREST DEDUCTIONS DIRECTLY OR
INDIRECTLY ATTRIBUTABLE TO THAT STOCK, AS PROVIDED IN SUBDIVISION SIX OF
THIS SECTION.

(E) WHEN INCOME OR GAIN FROM A DEBT OBLIGATION OR OTHER SECURITY
CANNOT BE APPORTIONED TO THE STATE USING THE BUSINESS ALLOCATION
PERCENTAGE AS A RESULT OF UNITED STATES CONSTITUTIONAL PRINCIPLES, THE
DEBT OBLIGATION OR OTHER SECURITY WILL BE INCLUDED IN INVESTMENT CAPI-
TAL.

(F) FOR PURPOSES OF DETERMINING WHETHER A TAXPAYER HAS HELD A SECURITY
FOR MORE THAN SIX CONSECUTIVE MONTHS, THE COMMISSIONER SHALL TAKE INTO
ACCOUNT OFFSETTING POSITIONS THE TAXPAYER TAKES IN SUCH OR SIMILAR SECU-
RITIES.

6. (A) The term "investment income" means income, including capital
gains in excess of capital losses, from investment capital, to the
extent included 1in computing entire net income, less, [(a)] (I) in the

discretion of the commissioner, any INTEREST deductions allowable in
computing entire net income which are directly or indirectly attribut-
able to investment capital or investment income, and [ (b) such portion
of any net operating loss deduction allowable in computing entire net
income, as the investment income, before such deduction, bears to entire
net income, before such deduction,] (II) THE TAXPAYER'S LOSS, DEDUCTION
AND/OR EXPENSE ATTRIBUTABLE TO ANY TRANSACTION, OR SERIES OF TRANS-
ACTIONS, ENTERED INTO TO MANAGE THE RISK OF PRICE CHANGES OR CURRENCY
FLUCTUATIONS WITH RESPECT TO ANY ITEM OF INVESTMENT CAPITAL THAT IS HELD
OR TO BE HELD BY THE TAXPAYER, OR THE AGGREGATE INVESTMENT CAPITAL THAT
IS HELD OR TO BE HELD BY THE TAXPAYER, IF ALL OF THE RISK, OR ALL BUT A
DE MINIMIS AMOUNT OF THE RISK, IS WITH RESPECT TO INVESTMENT CAPITAL,
provided, however, that in no case shall investment income exceed entire
net income[;]. IF THE AMOUNT SUBTRACTED UNDER SUBPARAGRAPH (I) OR
SUBPARAGRAPH (II) OF THIS PARAGRAPH OR UNDER BOTH OF THOSE SUBPARAGRAPHS
EXCEEDS INVESTMENT INCOME, THE EXCESS OF SUCH AMOUNT OVER INVESTMENT
INCOME MUST BE ADDED BACK TO ENTIRE NET INCOME.

(B) IN LIEU OF SUBTRACTING FROM INVESTMENT INCOME THE AMOUNT OF THOSE
INTEREST DEDUCTIONS, THE TAXPAYER MAY ELECT TO REDUCE ITS TOTAL INVEST-
MENT INCOME BY FORTY PERCENT. IF THE TAXPAYER MAKES THIS ELECTION, THE
TAXPAYER MUST ALSO MAKE THE ELECTIONS PROVIDED FOR IN PARAGRAPHS (B) AND
(C) OF SUBDIVISION SIX-A OF THIS SECTION. A TAXPAYER WHICH DOES NOT MAKE
THIS ELECTION BECAUSE IT HAS NO INVESTMENT CAPITAL WILL NOT BE PRECLUDED
FROM MAKING THOSE OTHER ELECTIONS.

(C) INVESTMENT INCOME SHALL NOT INCLUDE ANY AMOUNT TREATED AS DIVI-
DENDS PURSUANT TO SECTION SEVENTY-EIGHT OF THE INTERNAL REVENUE CODE.

6-A. (A) THE TERM "OTHER EXEMPT INCOME" MEANS THE SUM OF EXEMPT CFC
INCOME AND EXEMPT UNITARY CORPORATION DIVIDENDS.

(B) "EXEMPT CFC INCOME" MEANS THE INCOME REQUIRED TO BE INCLUDED IN
THE TAXPAYER'S FEDERAL GROSS INCOME PURSUANT TO SUBSECTION (A) OF
SECTION 951 OF THE INTERNAL REVENUE CODE, RECEIVED FROM A CORPORATION
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THAT IS CONDUCTING A UNITARY BUSINESS WITH THE TAXPAYER BUT IS NOT
INCLUDED IN A COMBINED REPORT WITH THE TAXPAYER, LESS, IN THE DISCRETION
S. 6359--D 9 A. 8559--D

OF THE COMMISSIONER, ANY INTEREST DEDUCTIONS DIRECTLY OR INDIRECTLY
ATTRIBUTABLE TO THAT INCOME. IN LIEU OF SUBTRACTING FROM ITS EXEMPT CFC
INCOME THE AMOUNT OF THOSE INTEREST DEDUCTIONS, THE TAXPAYER MAY ELECT
TO REDUCE ITS TOTAL EXEMPT CFC INCOME BY FORTY PERCENT. IF THE TAXPAYER
MAKES THIS ELECTION, THE TAXPAYER MUST ALSO MAKE THE ELECTIONS PROVIDED
FOR IN PARAGRAPH (B) OF SUBDIVISION SIX OF THIS SECTION AND PARAGRAPH
(C) OF THIS SUBDIVISION. A TAXPAYER WHICH DOES NOT MAKE THIS ELECTION
BECAUSE IT HAS NO EXEMPT CFC INCOME WILL NOT BE PRECLUDED FROM MAKING
THOSE OTHER ELECTIONS.

(C) "EXEMPT UNITARY CORPORATION DIVIDENDS" MEANS THOSE DIVIDENDS FROM
A CORPORATION THAT IS CONDUCTING A UNITARY BUSINESS WITH THE TAXPAYER
BUT IS NOT INCLUDED IN A COMBINED REPORT WITH THE TAXPAYER, LESS, IN THE
DISCRETION OF THE COMMISSIONER, ANY INTEREST DEDUCTIONS DIRECTLY OR
INDIRECTLY ATTRIBUTABLE TO SUCH INCOME. OTHER THAN DIVIDEND INCOME
RECEIVED FROM CORPORATIONS THAT ARE TAXABLE UNDER A FRANCHISE TAX
IMPOSED BY ARTICLE NINE OR ARTICLE THIRTY-THREE OF THIS CHAPTER OR WOULD
BE TAXABLE UNDER A FRANCHISE TAX IMPOSED BY ARTICLE NINE OR ARTICLE
THIRTY-THREE OF THIS CHAPTER IF SUBJECT TO TAX, IN LIEU OF SUBTRACTING
FROM THIS DIVIDEND INCOME THOSE INTEREST DEDUCTIONS, THE TAXPAYER MAY
ELECT TO REDUCE THE TOTAL AMOUNT OF THIS DIVIDEND INCOME BY FORTY
PERCENT. IF THE TAXPAYER MAKES THIS ELECTION, THE TAXPAYER MUST ALSO
MAKE THE ELECTIONS PROVIDED FOR IN PARAGRAPH (B) OF SUBDIVISION SIX OF
THIS SECTION AND PARAGRAPH (B) OF THIS SUBDIVISION. A TAXPAYER WHICH
DOES NOT MAKE THIS ELECTION BECAUSE IT HAS NOT RECEIVED ANY EXEMPT
UNITARY CORPORATION DIVIDENDS OR IS PRECLUDED FROM MAKING THIS ELECTION
FOR DIVIDENDS RECEIVED FROM CORPORATIONS TAXABLE UNDER A FRANCHISE TAX
IMPOSED BY ARTICLE NINE OR ARTICLE THIRTY-THREE OF THIS CHAPTER OR WOULD
BE TAXABLE UNDER A FRANCHISE TAX IMPOSED BY ARTICLE NINE OR ARTICLE
THIRTY-THREE OF THIS CHAPTER IF SUBJECT TO TAX WILL NOT BE PRECLUDED
FROM MAKING THOSE OTHER ELECTIONS.

(D) IF THE TAXPAYER ATTRIBUTES INTEREST DEDUCTIONS TO OTHER EXEMPT
INCOME AND THE AMOUNT SUBTRACTED EXCEEDS OTHER EXEMPT INCOME, THE EXCESS
OF THE INTEREST DEDUCTIONS OVER OTHER EXEMPT INCOME MUST BE ADDED BACK
TO ENTIRE NET INCOME. IN NO CASE SHALL OTHER EXEMPT INCOME EXCEED ENTIRE
NET INCOME.

(E) OTHER EXEMPT INCOME SHALL NOT INCLUDE ANY AMOUNT TREATED AS DIVI-
DENDS PURSUANT TO SECTION SEVENTY-EIGHT OF THE INTERNAL REVENUE CODE.

7. (a) The term "business capital™ means all assets, other than
[subsidiary capital,] investment capital and stock issued by the taxpay-
er, less liabilities not deducted from [subsidiary or] investment capi-

tal [except that cash on hand and on deposit shall be treated as invest-
ment capital or as Dbusiness capital as the taxpayer may elect].
BUSINESS CAPITAL SHALL INCLUDE ONLY THOSE ASSETS THE INCOME, LOSS OR
EXPENSE OF WHICH ARE PROPERLY REFLECTED (OR WOULD HAVE BEEN PROPERLY
REFLECTED IF NOT FULLY DEPRECIATED OR EXPENSED OR DEPRECIATED OR
EXPENSED TO A NOMINAL AMOUNT) IN THE COMPUTATION OF ENTIRE NET INCOME
FOR THE TAXABLE YEAR.

(b) Provided, however, "business capital" shall not include assets to
the extent employed for the purpose of generating income which 1is
excluded from entire net income pursuant to the provisions of paragraph
(c-1) of subdivision nine of this section and shall be computed without
regard to liabilities directly or indirectly attributable to such
assets, but only if air carriers organized 1in the United States and
operating in the foreign country or countries in which the taxpayer has
its major base of operations and in which it is organized, resident or
headquartered (if not 1in the same country as its major base of oper-
S. 6359--D 10 A. 8559--D
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ations) are not subject to any tax Dbased on or measured by capital
imposed by such foreign country or countries or any political subdivi-
sion thereof, or if taxed, are provided an exemption, equivalent to that
provided for herein, from any tax based on or measured by capital
imposed by such foreign country or countries and from any such tax
imposed by any political subdivision thereof[;].

8. The term "business income" means entire net income minus investment
income[; ] AND OTHER EXEMPT INCOME. IN NO EVENT SHALL THE SUM OF INVEST-
MENT INCOME AND OTHER EXEMPT INCOME EXCEED ENTIRE NET INCOME. IF THE
TAXPAYER MAKES THE ELECTION PROVIDED FOR IN SUBPARAGRAPH ONE OF PARA-
GRAPH (A) OF SUBDIVISION FIVE OF SECTION TWO HUNDRED TEN-A OF THIS ARTI-
CLE, THEN ALL INCOME FROM QUALIFIED FINANCIAL INSTRUMENTS SHALL CONSTI-
TUTE BUSINESS INCOME.

8-A. Provided, however, that with respect to a DISC or a former DISC,
the following provisions shall apply:

(a) investments in the stocks, bonds or other securities of a DISC or
any 1indebtedness from a DISC shall not be treated as [either subsidiary

capital or] investment capital under [subdivisions four or] SUBDIVISION
five of this section,

(b) any amounts deemed distributed from a DISC or a former DISC which
are taxable as dividends pursuant to subsection (b) of section nine

hundred ninety-five of the 1internal revenue code of nineteen hundred
fifty-four shall be treated as business income, except any such amounts
from a former DISC attributable to amounts includible in a taxpayer's
entire net income for a prior taxable year under subparagraph (B) of
paragraph (i) of subdivision nine of this section shall be excluded from
entire net income,

(c) any gain recognized for federal income tax purposes on the dispo-
sition of stock in a DISC, and any gain recognized on the disposition of
stock in a former DISC, includible in gross income as a dividend pursu-
ant to subsection (c) of section nine hundred ninety-five of the inter-
nal revenue code of nineteen hundred fifty-four, shall be treated as
business income, and

(d) except as provided in paragraph (i) of subdivision nine of this
section, any actual distribution from a DISC or a former DISC shall be
treated as Dbusiness 1income except an actual distribution which for
federal income tax purposes is treated as made out of "other earnings
and profits" under section nine hundred ninety-six of the internal
revenue code of nineteen hundred fifty-four, in which case such actual
distribution shall be treated as [either subsidiary income or] invest-
ment income under this article.

[8-B. (a) The term "minimum taxable income" shall mean the entire net
income of the taxpayer for the taxable year:

(1) increased by the amount of the federal items of tax preference set
forth in section fifty-seven of the internal revenue code (with the
modifications set forth in paragraph (b) of this subdivision), which
items of tax preference shall have the same meaning and be computed in
the same manner as under section fifty-seven of the internal revenue
code,

(2) determined with the federal adjustments described in paragraph (c)
of this subdivision, which adjustments shall have the same meaning and
be computed in the same manner as under sections fifty-six and fifty-
eight of the internal revenue code,

(3) increased Dby the net operating loss deduction otherwise allowed
under paragraph (f) of subdivision nine of this section, and
S. 6359--D 11 A. 8559--D

(4) reduced, for taxable years beginning after nineteen hundred nine-
ty-three, by the alternative net operating loss deduction, as defined in
paragraph (d) of this subdivision.

(b) The federal items of tax preference referred to hereinabove shall
be modified by deducting "tax-exempt interest" and "accelerated depreci-
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ation or amortization on certain property placed in service before Janu-
ary 1, 1987", as determined under paragraphs five and seven of
subsection (a) of section fifty-seven of the internal revenue code.

(c) The adjustments referred to hereinabove shall be:

(1) "Depreciation”" as determined under paragraph one of subsection (a)
of section fifty-six of the internal revenue code. For purposes of this
subparagraph, the depreciation item of adjustment provided for here
shall not include any amount attributable to property for which the tax
benefits of the accelerated cost recovery system are not available under
this article by reason of subparagraph ten of paragraph (b) of subdivi-
sion nine of this section;

(2) "Mining exploration and development costs" as determined under
paragraph two of subsection (a) of section fifty-six of the internal
revenue code;

(3) "Treatment of certain long-term contracts" as determined under
paragraph three of subsection (a) of section fifty-six of the internal
revenue code;

(4) "Installment sales of certain property" as determined under para-
graph six of subsection (a) of section fifty-six of the internal revenue
code;

(5) "Circulation expenditures of personal holding companies" as deter-
mined under subparagraph (C) of paragraph two of subsection (b) of
section fifty-six of the internal revenue code;

(6) "Merchant marine capital construction funds" as determined under

paragraph two of subsection (c) of section fifty-six of +the internal
revenue code;

(7) "Disallowance of passive activity 1loss" as determined under
subsection (b) of section fifty-eight of the internal revenue code; and

(8) "Adjusted basis", as it appears in paragraph seven of subsection
(a) of section fifty-six of the internal revenue code, but without
taking 1into account the references therein to paragraph five of
subsection (a) of section fifty-six of the internal revenue code.

(d) The term "alternative net operating loss deduction" means the net
operating loss deduction allowed for the taxable vyear under paragraph
(f) of subdivision nine of this section, except as provided herein.

(1) (A) The net operating loss for any year beginning after nineteen
hundred eighty-nine which is included 1in determining such deduction
shall be determined with the adjustments provided in subparagraph two of
paragraph (a) of this subdivision, and shall be reduced by the items of
tax preference determined under subparagraph one of paragraph (a) of
this subdivision, attributable to such year. An item of tax preference
shall be taken into account only to the extent such item increased the
amount of the net operating loss for the taxable year under paragraph
(f) of subdivision nine of this section.

(B) In the case of loss years beginning before nineteen hundred nine-
ty, the amount of the net operating loss which may be carried over to
taxable years beginning after nineteen hundred eighty-nine shall be
equal to an amount which may be carried from the loss year to the first
taxable year of the taxpayer beginning after nineteen hundred eighty-
nine.

S. 6359--D 12 A. 8559--D

(2) In determining the amount of such deduction, loss carryforwards
and carrybacks shall, subject to the provisions of subparagraph five of
paragraph (f) of subdivision nine of this section, be computed in the
manner set forth in paragraph two of subsection (b) of section one
hundred seventy-two of the internal revenue code, except that, for the
reference therein to taxable income, there shall be substituted the
phrase '"ninety percent of minimum taxable income determined without
regard to the alternative net operating loss deduction".

(3) The amount of such deduction shall not exceed ninety percent of
minimum taxable income determined without regard to such deduction,
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provided, however, the term "ninety percent" shall be read as "forty-
five percent" with respect to taxable years Dbeginning in nineteen
hundred ninety-four.

(e) The tax commission may, whenever necessary in order to properly
reflect the minimum taxable income of any taxpayer, determine the year
or period in which any item of income or deduction shall Dbe included,
without regard to the method of accounting employed by the taxpayer.

(f) If the period covered by a report under this article is other than
the period covered by the report to the United States treasury depart-
ment, the minimum taxable income shall be appropriately modified pursu-
ant to regulations promulgated by the tax commission.]

9. The term "entire net income" means total net income from all sourc-
es, which shall Dbe ©presumably the same as the entire taxable income
[ (but not alternative minimum taxable income)], WHICH, EXCEPT AS HEREIN-
AFTER PROVIDED IN THIS SUBDIVISION,

(1) [which] the taxpayer is required to report to the United States
treasury department, or

(11) [which] the taxpayer would have been required to report to the
United States treasury department if it had not made an election wunder
subchapter s of chapter one of the internal revenue code, or

(ii1i) [which] the taxpayer, 1in the case of a corporation which is
exempt from federal income tax (other than the tax on unrelated business
taxable income imposed under section 511 of the internal revenue code)
but which is subject to tax under this article, would have been required
to report to the United States treasury department but for such
exemption, [except as hereinafter provided, and subject to any modifica-
tion required by paragraphs (d) and (e) of subdivision three of section
two hundred ten of this article] OR

(IV) IN THE CASE OF AN ALIEN CORPORATION THAT UNDER ANY PROVISION OF
THE INTERNAL REVENUE CODE IS NOT TREATED AS A "DOMESTIC CORPORATION" AS
DEFINED IN SECTION SEVEN THOUSAND SEVEN HUNDRED ONE OF SUCH CODE IS
EFFECTIVELY CONNECTED WITH THE CONDUCT OF A TRADE OR BUSINESS WITHIN THE
UNITED STATES AS DETERMINED UNDER SECTION 882 OF THE INTERNAL REVENUE
CODE.

(a) Entire net income shall not include:

[ (1) income, gains and losses from subsidiary capital which do not
include the amount of a recovery in respect of any war loss except for
such amounts from a former DISC which are treated as business income
under subdivision eight-A of this section,

(2) fifty percent of dividends (A) other than from subsidiaries, and
(B) other than amounts treated as business income under subdivision
eight-A of this section, on shares of stock which conform to the
requirements of subsection (c) of section two hundred forty-six of the
internal revenue code.]

(3) bona fide gifts,

S. 6359--D 13 A. 8559--D

(4) income and deductions with respect to amounts received from school
districts and from corporations and associations, organized and operated
exclusively for religious, charitable or educational purposes, no part
of the net earnings of which inures to the benefit of any private share-
holder or individual, for the operation of school buses,

(5) (1) any refund or credit of a tax imposed under this article,
article twenty-three, or FORMER article thirty-two of this chapter, for
which tax no exclusion or deduction was allowed in determining the
taxpayer's entire net income under this article, article twenty-three,
or FORMER article thirty-two of this chapter for any prior year, (ii) a
refund or credit of general corporation tax allowed by subdivision elev-
en of section 11-604 of the administrative code of the city of New York,
or (iii) any refund or credit of a tax imposed under sections one
hundred eighty-three, one hundred eighty-three-a, one hundred eighty-
four or one hundred eighty-four-a of this chapter, and
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(6) any amount treated as dividends pursuant to section seventy-eight
of the internal revenue code [and not otherwise deductible under subpar-
agraphs one and two of this paragraphl];

(7) that portion of wages and salaries paid or incurred for the taxa-
ble year for which a deduction is not allowed pursuant to the provisions
of section two hundred eighty-C of the internal revenue code.

[(8) in the case of a taxpayer who is separately or as a partner of a
partnership doing an insurance Dbusiness as a member of the New York
insurance exchange described in section six thousand two hundred one of
the insurance law, any item of income, gain, loss or deduction of such
business which is the taxpayer's distributive or pro rata share for
federal income tax purposes or which the taxpayer is required to take
into account separately for federal income tax purposes.]

(9) for taxable years beginning after December thirty-first, nineteen
hundred eighty-one, except with respect to property which is a qualified
mass commuting vehicle described in subparagraph (D) of paragraph eight
of subsection (f) of section one hundred sixty-eight of the internal
revenue code (relating to qualified mass commuting vehicles) and proper-
ty of a taxpayer principally engaged in the conduct of aviation (other
than air freight forwarders acting as principal and 1like indirect air
carriers) which 1is placed in service before taxable years beginning in
nineteen hundred eighty-nine, any amount which is included in the
taxpayer's federal taxable income solely as a result of an election made
pursuant to the provisions of such paragraph eight as it was in effect
for agreements entered into prior to January first, nineteen hundred
eighty-four;

(10) for taxable years beginning after December thirty-first, nineteen
hundred eighty-one, except with respect to property which is a qualified
mass commuting vehicle described in subparagraph (D) of paragraph eight
of subsection (f) of section one hundred sixty-eight of the internal
revenue code (relating to qualified mass commuting vehicles) and proper-
ty of a taxpayer principally engaged in the conduct of aviation (other
than air freight forwarders acting as principal and 1like indirect air
carriers) which 1is placed in service before taxable years beginning in
nineteen hundred eighty-nine, any amount which the taxpayer could have
excluded from federal taxable income had it not made the election
provided for in such paragraph eight as it was in effect for agreements
entered into prior to January first, nineteen hundred eighty-four;

(11) the amount deductible pursuant to paragraph (j) of this subdivi-
sion; and
S. 6359--D 14 A. 8559--D

(12) upon the disposition of property to which paragraph (j) of this
subdivision applies, the amount, if any, by which the aggregate of the
amounts described in subparagraph ten of paragraph (b) of this subdivi-
sion attributable to such property exceeds the aggregate of the amounts

described in paragraph (j) of this subdivision attributable to such
property; and
[(13) if the added tax provided for in either (i) former subdivision

two o0f section one hundred eighty-two of this chapter (relating to real
estate corporations) or (ii) former subdivision one-a o0of section two
hundred nine of this chapter (relating to real estate corporations) has
been imposed upon the taxpayer, any income which has been wused in
computing such tax.]

(14) The amount deductible pursuant to paragraph (1) of this
[subsection] SUBDIVISION.

[ (15) In the case of an attorney-in-fact, with respect to which a
mutual insurance company, which 1s an interinsurer or a reciprocal
insurer and is subject to tax under subdivision (a) of section fifteen
hundred ten of this chapter, has made the election provided for under
section eight hundred thirty-five of the Internal Revenue Code, an
amount equal to the excess, if any, of the amounts paid or incurred by
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such interinsurer or reciprocal insurer in the taxable vyear to the
attorney-in-fact over the deduction allowed to such interinsurer or
reciprocal insurer with respect to amounts paid or incurred in the taxa-
ble year to the attorney-in-fact under subsection (b) of such section
eight hundred thirty-five of the Internal Revenue Code.]

(16) In the case of a taxpayer subject to the modification provided by
subparagraph sixteen of paragraph (b) of this subdivision, the amount
required to be recaptured pursuant to subsection (d) of section 179 of
the internal revenue code with respect to property upon which such
modification was based.

(17) FOR TAXABLE YEARS BEGINNING AFTER DECEMBER THIRTY-FIRST, TWO
THOUSAND TWO, THE AMOUNT DEDUCTIBLE PURSUANT TO PARAGRAPH (N-1) OF THIS
SUBDIVISION.

(18) the amount of income or gain included in federal taxable income
of a taxpayer that is a partner in a qualified entity or is a qualified
entity that is located both within and without a New York state inno-
vation hot spot, to the extent that the income or gain is attributable
to the operations of a qualified entity at or as part of the New York
state innovation hot spot as provided in section thirty-eight of this
chapter.

(19) THE AMOUNT COMPUTED PURSUANT TO PARAGRAPH (R), (S) OR (T) OF THIS
SUBDIVISION, BUT ONLY THE AMOUNT DETERMINED PURSUANT TO ONE OF SUCH
PARAGRAPHS.

(b) Entire net income shall Dbe determined without the exclusion,
deduction or credit of:
(1) [the amount of any specific exemption or credit allowed in any law

of the United States imposing any tax on or measured by the income of
corporations, ] IN THE CASE OF AN ALIEN CORPORATION THAT UNDER ANY
PROVISION OF THE INTERNAL REVENUE CODE IS NOT TREATED AS A "DOMESTIC
CORPORATION" AS DEFINED IN SECTION SEVEN THOUSAND SEVEN HUNDRED ONE OF
SUCH CODE, (I) ANY PART OF ANY INCOME FROM DIVIDENDS OR INTEREST ON ANY
KIND OF STOCK, SECURITIES OR INDEBTEDNESS, BUT ONLY IF SUCH INCOME IS
TREATED AS EFFECTIVELY CONNECTED WITH THE CONDUCT OF A TRADE OR BUSINESS
IN THE UNITED STATES PURSUANT TO SECTION 864 OF THE INTERNAL REVENUE
CODE, (II) ANY INCOME EXEMPT FROM FEDERAL TAXABLE INCOME UNDER ANY TREA-
TY OBLIGATION OF THE ©UNITED STATES, BUT ONLY IF SUCH INCOME WOULD BE
S. 6359--D 15 A. 8559--D

TREATED AS EFFECTIVELY CONNECTED IN ABSENCE OF SUCH EXEMPTION PROVIDED
THAT SUCH TREATY OBLIGATION DOES NOT PRECLUDE THE TAXATION OF SUCH
INCOME BY A STATE, OR (III) ANY INCOME WHICH WOULD BE TREATED AS EFFEC-
TIVELY CONNECTED TIF SUCH INCOME WERE NOT EXCLUDED FROM GROSS INCOME
PURSUANT TO SUBSECTION (A) OF SECTION 103 OF THE INTERNAL REVENUE CODE;

(2) any part of any income from dividends or interest on any kind of
stock, securities or indebtedness, [except as provided in clauses (1)
and (2) of paragraph (a) hereof,]

(3) taxes on or measured by profits or income paid or accrued to the
United States[,] OR any of its possessions [or to any foreign country],
TERRITORIES OR COMMONWEALTHS, including taxes in lieu of any of the
foregoing taxes otherwise generally imposed by [any foreign country or
by] any possession, TERRITORY OR COMMONWEALTH of the United States,

(3-a) taxes on or measured by profits or income, or which include
profits or income as a measure, paid or accrued to any other state of
the United States, or any political subdivision thereof, or to the
District of Columbia, including taxes expressly in lieu of any of the
foregoing taxes otherwise generally imposed by any other state of the
United States, or any political subdivision thereof, or the District of
Columbia;

(4) taxes imposed under this article and article thirty-two AS IN
EFFECT ON DECEMBER THIRTY-FIRST, TWO THOUSAND FOURTEEN and sections one
hundred eighty-three, one hundred eighty-three-a, one hundred eighty-
four and one hundred eighty-four-a of this chapter,
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(4-a) (A) [the entire amount allowable as an exclusion or deduction for
stock transfer taxes imposed by article twelve of this chapter in deter-
mining the entire taxable income which the taxpayer is required to
report to the United States treasury department but only to the extent
that such taxes are incurred and paid in market making transactions,
(B)] in those instances where a credit for the special additional mort-
gage recording tax credit is allowed under [paragraph (a) of] subdivi-
sion [seventeen] NINE of section two hundred [ten] TEN-B of this arti-
cle, the amount allowed as an exclusion or deduction for the special
additional mortgage recording tax imposed by subdivision one-a of
section two hundred fifty-three of +this chapter in determining the
entire taxable income which the taxpayer is required to report to the
United States treasury department, and [(C)] (B) unless the credit
allowed pursuant to subdivision [seventeen] NINE of section two hundred
[ten] TEN-B of this article is reflected in the computation of the gain
or loss so as to result in an increase in such gain or decrease of such
loss, for federal income tax purposes, from the sale or other disposi-
tion of the property with respect to which the special additional mort-
gage recording tax imposed pursuant to subdivision one-a of section two
hundred fifty-three of this chapter was paid, the amount of the special
additional mortgage recording tax imposed Dby subdivision one-a of
section two hundred fifty-three of this chapter which was paid and which
is reflected in the computation of the basis of the property so as to
result 1in a decrease in such gain or increase in such loss for federal
income tax purposes from the sale or other disposition of the property
with respect to which such tax was paid.

(6) [in the discretion of the tax commission, any amount of interest
directly or indirectly and any other amount directly or indirectly
attributable as a carrying charge or otherwise to subsidiary capital or
to income, gains or losses from subsidiary capital] ANY AMOUNT ALLOWED
AS A DEDUCTION FOR THE TAXABLE YEAR UNDER SECTION 172 OF THE INTERNAL
S. 6359--D 16 A. 8559--D

REVENUE CODE, INCLUDING CARRYOVERS OF DEDUCTIONS FROM PRIOR TAXABLE
YEARS.

[ (7) in the case of a taxpayer who is separately or as a partner of a
partnership doing an insurance business as a member of the New York
insurance exchange described in section six thousand two hundred one of
the insurance law, such taxpayer's distributive or pro rata share of the
allocated entire net income of such business as determined wunder
sections fifteen hundred three and fifteen hundred four of this chapter,
provided however, 1in the event such allocated entire net income is a
loss, such taxpayer's distributive or pro rata share of such loss shall
not be subtracted from federal taxable income in computing entire net
income under this subdivision.]

(8) for taxable years beginning after December thirty-first, nineteen
hundred eighty-one, except with respect to property which is a qualified
mass commuting vehicle described in subparagraph (D) of paragraph eight
of subsection (f) of section one hundred sixty-eight of the internal
revenue code (relating to qualified mass commuting vehicles) and proper-
ty of a taxpayer principally engaged in the conduct of aviation (other
than air freight forwarders acting as principal and 1like indirect air
carriers) which 1is placed in service before taxable years beginning in
nineteen hundred eighty-nine, any amount which the taxpayer claimed as a
deduction in computing its federal taxable income solely as a result of
an election made pursuant to the provisions of such paragraph eight as
it was in effect for agreements entered into prior to January first,
nineteen hundred eighty-four;

(9) for taxable years beginning after December thirty-first, nineteen
hundred eighty-one, except with respect to property which is a qualified
mass commuting vehicle described in subparagraph (D) of paragraph eight
of subsection (f) of section one hundred sixty-eight of the internal
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revenue code (relating to qualified mass commuting vehicles) and proper-
ty of a taxpayer principally engaged in the conduct of aviation (other
than air freight forwarders acting as principal and like indirect air
carriers) which is placed in service before taxable years Dbeginning in
nineteen hundred eighty-nine, any amount which the taxpayer would have
been required to include in the computation of 1its federal taxable
income had it not made the election permitted pursuant to such paragraph
eight as it was in effect for agreements entered into prior to January
first, nineteen hundred eighty-four;

(10) in the case of property placed in service in taxable years begin-
ning before nineteen hundred ninety-four, for taxable vyears beginning
after December thirty-first, nineteen hundred eighty-one, except with
respect to property subject to the provisions of section two hundred
eighty-F of the internal revenue code, property subject to the
provisions of section one hundred sixty-eight of the internal revenue
code which is placed in service in this state in taxable years beginning
after December thirty-first, nineteen hundred eighty-four and property
of a taxpayer principally engaged in the conduct of aviation (other than
air freight forwarders acting as principal and like indirect air carri-
ers) which is placed in service before taxable years beginning in nine-
teen hundred [eight-nine] EIGHTY-NINE, the amount allowable as a
deduction determined under section one hundred sixty-eight of the inter-
nal revenue code;

(11) wupon the disposition of property to which paragraph (j) of this
subdivision applies, the amount, if any, by which the aggregate of the
amounts described 1in such paragraph (j) attributable to such property
S. 6359--D 17 A. 8559--D

exceeds the aggregate of the amounts described in subparagraph ten of
this paragraph attributable to such property.

(15) Real property taxes paid on qualified agricultural property and
deducted in determining federal taxable income, to the extent of the
amount of the agricultural property tax credit allowed under subdivision
[twenty-two] ELEVEN of section two hundred [ten] TEN-B of this article.

(16) In the case of a taxpayer which is not an eligible farmer as
defined in paragraph (b) of subdivision [twenty-two] ELEVEN of section
two hundred [ten] TEN-B of this article, the amount of any deduction

claimed pursuant to section 179 of the internal revenue code with
respect to a sport utility vehicle which is not a passenger automobile

as defined in paragraph 5 of subsection (d) of section 280F of the
internal revenue code.
(17) for taxable vyears beginning after December thirty-first, two

thousand two, in the case of qualified property described in paragraph
two of subsection k of section 168 of the internal revenue code, other
than qualified resurgence zone property described in paragraph (gq) of
this subdivision, and other than qualified New York Liberty Zone proper-
ty described in paragraph two of subsection b of section 1400L of the
internal revenue code (without regard to clause (i) of subparagraph (C)
of such paragraph), which was placed in service on or after June first,
two thousand three, the amount allowable as a deduction under section
167 of the internal revenue code.

(18) Premiums paid for environmental remediation insurance, as defined
in section twenty-three of this chapter, and deducted in determining
federal taxable income, to the extent of the amount of the environmental
remediation insurance credit allowed under such section twenty-three and
subdivision [thirty-five] NINETEEN of section two hundred [ten] TEN-B of
this article.

(19) The amount of any deduction allowed pursuant to section one
hundred ninety-nine of the internal revenue code.

(20) The amount of any federal deduction for taxes imposed under arti-
cle twenty-three of this chapter.

(20-A) THE AMOUNT OF ANY FEDERAL DEDUCTION FOR THE EXCISE TAX ON TELE-
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COMMUNICATION SERVICES TO THE EXTENT SUCH TAXES ARE USED AS THE BASIS OF
THE CALCULATION OF THE TAX-FREE NY AREA EXCISE TAX ON TELECOMMUNICATION
SERVICES CREDIT ALLOWED UNDER SUBDIVISION FORTY-FOUR OF SECTION TWO
HUNDRED TEN-B OF THIS ARTICLE.

(21) THE AMOUNT OF ANY FEDERAL DEDUCTION FOR REAL PROPERTY TAXES TO
THE EXTENT SUCH TAXES ARE USED AS THE BASIS OF THE CALCULATION OF THE
REAL PROPERTY TAX CREDIT FOR MANUFACTURERS ALLOWED UNDER SUBDIVISION
FORTY-THREE OF SECTION TWO HUNDRED TEN-B OF THIS ARTICLE.

[ (c) Entire net income shall include income within and without the
United States; ]

(c=1) (1) Notwithstanding any other provision of this article, in the
case of a taxpayer which is a foreign air carrier holding a foreign air
carrier permit issued by the United States department of transportation
pursuant to section four hundred two of the federal aviation act of
nineteen hundred fifty-eight, as amended, and which is qualified under
subparagraph two of this paragraph, entire net income shall not include,
and shall be computed without the deduction o0f, amounts directly or
indirectly attributable to, (1) any income derived from the interna-
tional operation of aircraft as described in and subject to the
provisions of section eight hundred eighty-three of the internal revenue

code, (1i) income without the United States which is derived from the
operation of aircraft, and (iii) income without the United States which
S. 6359--D 18 A. 8559--D

is of a type described in subdivision (a) of section eight hundred
eighty-one of the internal revenue code except that it is derived from
sources without the United States. Entire net income shall include
income described in clauses (i), (ii) and (iii) of this subparagraph in
the case of taxpayers not described in the previous sentence.

(2) A taxpayer is qualified under this subparagraph if air carriers
organized 1in the United States and operating in the foreign country or
countries in which the taxpayer has its major base of operations and in
which it 1is organized, resident or headquartered (if not in the same
country as its major base of operations) are not subject to any income
tax or other tax based on or measured by income or receipts imposed by
such foreign country or countries or any political subdivision thereof,
or 1if so subject to such tax, are provided an exemption from such tax
equivalent to that provided for herein.

(c-2) Adjustments by qualified public utilities. (1) In the case of a
taxpayer which is a qualified public utility, entire net income shall be
computed with the adjustments set forth in this paragraph.

(2) Definitions. (A) Qualified public utility. The term "qualified
public utility" means a taxpayer which: (i) on December thirty-first,
nineteen hundred ninety-nine, was subject to the ratemaking supervision
of the state department of public service, and (ii) for the year ending
on December thirty-first, nineteen hundred ninety-nine, was subject to
tax under former section one hundred eighty-six of this chapter.

(B) Transition property. The term "transition property" means property
placed in service by the taxpayer before January first, two thousand,
for which a depreciation deduction is allowed under section one hundred
sixty-seven of the internal revenue code.

(3) Federal depreciation disallowed. With respect to transition prop-
erty, the deduction for federal income tax purposes for depreciation
shall not be allowed.

(4) New York depreciation. With respect to transition property, a
deduction shall Dbe allowed for the depreciation expense shown on the
books and records of the taxpayer for the taxable year and determined in
accordance with generally accepted accounting principles.

(5) Regulatory assets. A deduction shall be allowed for amounts recog-
nized as expense on the books and records of the taxpayer for the taxa-
ble vyear, which amounts were recognized as expense for federal income
tax purposes in a taxable year ending on or before December thirty-
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first, nineteen hundred ninety-nine, where: (A) such amounts represent
expenditures which, when made, were charged to a deferred debit account
or similar asset account on the books and records of the taxpayer, and
where (B) the recognition of expense on the books and records of the
taxpayer 1s matched by revenue stemming from a procedure or adjustment

allowing the recovery of such expenditures, and where (C) such revenue
is recognized for federal income tax purposes in the taxable year.

(6) Basis for gain or loss. (A) Recognition transactions. (i) General
rule - book basis. Except as provided in subclause (ii) of this «clause,

where transition property is sold or otherwise disposed of in the taxa-
ble year in a transaction of the type requiring recognition of gain or
loss for federal income tax purposes, the basis for determining the
amount of such gain or loss under this article shall be the cost of the
property less the accumulated depreciation on the property determined on
the Dbooks and records of the taxpayer in accordance with generally
accepted accounting principles.

(ii) Qualified gain - New York basis. Where a sale or disposition
described in subclause (i) of this clause results in recognition of gain
S. 6359--D 19 A. 8559--D

for federal income tax purposes, and where either (I) such recognition
occurs in a taxable year ending after nineteen hundred ninety-nine and
before two thousand ten, or (II) such recognition is with respect to a
nuclear electric generating facility, the Dbasis for determining the
amount of such gain under this article shall be the cost of the property
less the aggregate of the New York depreciation deductions on the prop-
erty determined under subparagraph four of this paragraph.

(iii) No conversion of gain to loss. In the event that the basis
determined under subclause (ii) of this clause results in determination
of a loss on the sale or disposition of the property, no gain or loss
shall be recognized under this article with respect to such sale or
disposition.

(B) Nonrecognition transactions. (i) Carryover basis. (I) where tran-
sition property is disposed of ("original disposition”™) in a transaction
of a type requiring deferral of recognition of gain or loss for federal
income tax purposes, and where (II) there is a subsequent recognition of

gain or loss for federal income tax purposes ("clause B gain or loss"),
the amount of which is determined by reference, in whole or in part, to
the basis of such transition property ("underlying transition proper-

ty"), then (III) the amount of such clause B gain or loss under this
article shall be adjusted as provided in subclause (ii) or (iii) of this
clause.

(ii) General rule - Dbook Dbasis adjustment. Except as provided in
subclause (iii) of this clause, the amount of clause B gain shall be
reduced, or the amount of clause B loss increased, by the amount by
which the book basis of the underlying transition property on the date
of original disposition (determined using the provisions of subclause
(1) of clause (A) of this subparagraph) exceeds the federal income tax
basis of such property on such date.

(ii1) Qualified gain - New York basis adjustment. Where clause B gain
either (I) occurs in a taxable year ending after nineteen hundred nine-
ty-nine and before two thousand ten, or (II) is with respect to a nucle-
ar electric generating facility, the amount of such gain under this
article shall be reduced, but not below zero, by the amount by which the
New York basis of the underlying transition property on the date of
original disposition (determined using the provisions of subclause (ii)
of clause (A) of this subparagraph) exceeds the federal income tax basis
of such property on such date.

(iv) Application to replacement property and transferee taxpayers.
This clause shall apply whether the clause B gain or loss: (I) is with
respect to either transition property or depreciable property the Dbasis
of which 1is determined by reference to transition property, or (II) is
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recognized by either a qualified public utility or by a taxpayer which
is a transferee of transition property (whether or not such transferee
is a qualified public utility, notwithstanding subparagraph one of this

paragraph) .
(c-3) Depreciation adjustments by qualified power producers and pipe-
line companies. (1) In the case of a qualified taxpayer, entire net

income shall be computed with the depreciation adjustments set forth in
this paragraph.

(2) Definitions. (A) Qualified taxpayer. The term "qualified taxpayer"
means a qualified power producer or a qualified pipeline.

(B) Qualified power producer. The term "qualified power producer"
means a taxpayer which: (i) on December thirty-first, nineteen hundred
ninety-nine, was not subject to the ratemaking supervision of the state
department of ©public service, and (ii) for the year ending on December
S. 6359--D 20 A. 8559--D

thirty-first, nineteen hundred ninety-nine, was subject to tax under
former section one hundred eighty-six of this chapter on account of its
being principally engaged in the business of supplying electricity.

(C) Qualified pipeline. The term "qualified pipeline”™ means a taxpayer

which: (1) on December thirty-first, nineteen hundred ninety-nine, was
subject to the ratemaking supervision of either the federal energy regu-
latory commission or the state department of public service, and (ii)

for the year ending on December thirty-first, nineteen hundred ninety-
nine, was subject to tax under sections one hundred eighty-three and one
hundred eighty-four of this chapter on account of its being principally
engaged in the business of pipeline transmission.

(D) Transition property. The term "transition property" means property
placed in service by a qualified taxpayer before January first, two
thousand, for which a depreciation deduction is allowed wunder section
one hundred sixty-seven of the internal revenue code.

(3) Federal depreciation disallowed. With respect to transition prop-
erty, the deduction for federal income tax purposes for depreciation
shall not be allowed.

(4) New York depreciation. With respect to transition property, a
deduction shall be allowed for the depreciation expense computed as
provided in this subparagraph. (A) All transition property shown on the

books and records of the taxpayer on January first, two thousand shall
be treated as a single asset placed in service on such date. The New
York basis for purposes of computing the depreciation deduction on such
single asset shall be the net book value of such transition property
determined on the first day of the federal taxable year ending in two
thousand (or on the date any such property is placed in service, if
later) adjusted as provided in clause (B) of this subparagraph.

(B) If transition property is sold or otherwise disposed of, the New
York basis of the single asset shall be reduced on the date of such sale
or disposition by the amount of the adjusted federal tax basis of such
property on such date.

(C) The New York depreciation deduction allowed for any taxable vyear
with respect to such single asset shall be computed using the straight-
line method, a twenty-year life, and a salvage value of zero.

(D) For purposes of this subparagraph, the term "net book value" means
cost reduced by accumulated depreciation shown on the books and records
of the taxpayer and determined, in the case of a qualified power produc-
er, 1n accordance with generally accepted accounting principles; and in
the case of a qualified pipeline, 1in accordance with the taxpayer's
regulatory reports filed with the federal energy regulatory commission
or state department of public service.

(d) The [tax commission] COMMISSIONER may, whenever necessary in order
properly to reflect the entire net income of any taxpayer, determine the
year or period in which any item of income or deduction shall be
included, without regard to the method of accounting employed by the
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taxpayerl([;].

(e) The entire net income of any bridge commission created by act of
congress to construct a bridge across an international boundary means
its gross income less the expense of maintaining and operating its prop-
erties, the annual interest upon its bonds and other obligations, and
the annual charge for the retirement of such bonds or obligations at
maturityl[;].

[(f) A net operating loss deduction shall be allowed which shall be
presumably the same as the net operating loss deduction allowed under
section one hundred seventy-two of the internal revenue code, or which
S. 6359--D 21 A. 8559--D

would have been allowed if the taxpayer had not made an election under
subchapter s of chapter one of the internal revenue code, except that in
every instance where such deduction is allowed under this article:

(1) any net operating loss included in determining such deduction
shall be adjusted to reflect the inclusions and exclusions from entire
net income required by paragraphs (a), (b) and (g) hereof,

(2) such deduction shall not include any net operating loss sustained
during any taxable year beginning prior to January first, nineteen
hundred sixty-one, or during any taxable year in which the taxpayer was
not subject to the tax imposed by this article,

(3) such deduction shall not exceed the deduction for the taxable year
allowed under section one hundred seventy-two of the internal revenue
code, or the deduction for the taxable vyear which w